WOODBURY COUNTY AREA SOLID WASTE AGENCY

NEWS RELEASE

FOR IMMEDIATE RELEASE

Hunzelman, Putzier & Co., PLC Storm Lake, Towa today released an audit report on Woodhury County Area
Solid Waste Agency.

The {irm reported that Woodbury County Area Solid Waste Agency receipts totaled $424,748 for the vear
ended June 30, 2005, The receipts included 5186,170 in city and county asscssments, $186,854 in user fees and
gate receipts, and $32,873 interest on investments. Disbursements for the year totaled $300,391.

A copy of the audit report is available for review in the office of the Auditor of State and Woodbury County

Area Solid Waste Agency’s office.
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To the Members of Woodbury
County Area Solid Waste Agency

We have audited the accompanying financial statement of Woodbury County Area Solid Waste Agency as
of and for the year ended June 30, 2005, This financial statement is the responsibility of the Agency’s
management. Qur responsibility is to express an opinion on the financial statement based on our audit.

We conducted our audit in accordance with U.8. generally accepted auditing standards and the standards
applicable to financial andits contained in Government Auditing Standards, issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statement is free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial stalement. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

As described in note 1, this financial statement is prepared on the basis of cash receipts and disbursements,
which is & comprehensive basis of accounting other than 1.8, generally accepted accounting principles.

In our opinion, the financial statement referred to above presents fairly, in all material respects, the cash
basis financial position of Woodbury County Area Solid Waste Agency as of and for the year ended June 30,
2003 and the changes in cash basis financial position for the year then ended in conformity with the basis of
accounting deseribed in Note 1.

In accordance with Government Aunditing Standards, we have also issued our report dated October 12, 2005
on our consideration of Woodbury County Area Solid Waste Agency's internal control over financial reporting
and onr tests of its compliance with certain provisions of laws, regulations, contracts, grant agreements, and other
matters, The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance, and the resulis of that testing, and not to provide an opinion on the internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance with

Management’s Discussion and Analysis on pages 5 through 8 is not a required part of the financial
statement, but is supplementary information reguired by the Governmental Accounting Standards Board. We
have applied certain limited procedures, which consisted principally of inquiries of management regarding the
methods of measurement and presentation of the supplementary information. We did not audnt the information
and express no opinion thereon.
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MANAGEMENT'S PISCUBSION AND ANALYSIS

Woodbury County Area Solid Waste Agency provides this Management’s Discussion and Analysis of its
financial statement. This narrative overview and analysis of the financial activities of Woodbury County Area
Solid Waste Agency is for the fiscal year ended June 30, 2005, We encourage readers to consider this
information in conjunction with the Agency’s financial statement, which follows.

2008 FINANCIAL HIGHLIGHTS

Operating receipts increased 11%, or approximately $38,000, from fiscal 2004 to fiscal 2005,
Operating disbursements decreased approximately $187,000, or 38%, from fiscal 2004 to fiscal 2003,
Cash basis net assets imcreased 17%, or approximately $124,000, from Juane 30, 2004 to June 30, 2003.

USING THIS ANNUAL REPORT

The Agency has elected (o present its financial statements on the cash basis of accounting. The cash basis of
accounting is a basis of accounting other than U.S. generally accepted accounting principles. Basis of accounting
refers to when fimancial events are recorded, such as the timing for recognizing revenues, expenses, and the
related assets and liabilities. Under the cash basis of accounting, revenues and expenses, and the related assets
and liahilities are recorded when they resuli from cash trapsactions.

As a result of the use of this cash basis of accounting, certain assets and their refated revenues and lisbilities, and
their related expenses are not recorded in these financial statements. Therefore, when reviewing the financial
mformation and discussion within this annual report, the reader should keep in mind the limitations resulting from
the use of the cash basis of accounting.

The annual report is presented in a format consistent with the presentation of the Governmental Accounting
Standards Board (GASB) Statement No. 34, as applicable 1o the cash basis of accounting,

This discussion and analysis are intended to serve as an introduction to the financial statement. The annual report
consists of the financial statement and other indormation, as follows:

Management's Discussion and Analysis introduces the financial statement and provides an analytical
overview of the Agency’s financial activities.

The Statement of Cash Receipts, Disbursements, and Changes in Cash Basis Net Assets presents information
on the Agency’s operating receipts and disbursements, non-operating receipts and disbursements, and whether
the Agency’s financial position has improved or deteriorated as a result of the year’s activities.

The Notes to Financial Statements provide additional information essential to a full understanding of the data
provided in the financial statement.



FINANCIAL ANALYSIS OF THE AGENCY

Statement of Cash Receipts, Disbursements. and Changes i Cash Basis Net Assels

The purpose of the statement is fo present the receipts received by the Agency and the disbursements paid by the
Agency, both operating and non-operating. The statement also presents a fiscal snapshot of the cash balance at
year end. Over time, readers of the financial statement are able to determine the Agency’s cash basis financial

position by analyzing the increase and decrease in cash basis net assets.

Operating receipts are received for gate fees from accepting solid waste and assessments from the members of the
Agency. Operating disbursements are disbursements paid to operate the landfill. Non-operating receipis and
disbursements are for interest on investments and gains on the sale of assets. A summary of cash receipts,
dishursements, and changes in cash basis net assets for the years ended June 30, 2005 and June 30, 2004 is

presented below:

Changes in Cash Basis Net Agsets

Year Ended June 30,
2003 2004
Operating receipts:
City and County assessments $186,170 $ 187,953
User fees and gate receipls 156,854 149,855
Salvage receipts 18,146 15,392
Miscellaneous 705 1.373
Total operating receipis 391.873 354,275
Operating disbursements:
Salaries and benefits 154 097 137,694
Capital improvements 39,701 252,408
Oiher 106,393 97,327
Total operabing disbursements 300,391 487,429
Excess (deficit) of operating receipts over
operating disbursements 91,484 (133.154)
Non-operating receipis:
Interest on investments 32,873 32,628
Crain on sale of assets - 1.872
32873 34,500
Change in cash basis net assets 124,357 {98.634)
Cash basis net assets, beginning of year 716,147 814,801
Cash basis net assets, end of year 8840504 §716,147
Cash Basis Net Assets
Restricted for:
Closure $118,956 $ 109,076
Postclosure 372,027 324,907
Total restricted net assets 490,983 433,983
Unrestricted 348 521 282 164
Total cash basis net assets LR40.504 §716,147




FINANCIAL ANALYSIS OF THE AGENCY - (Continued)

In fiscal 2005, operating receipts increased by $37,600, or 11%. The increase was primarily a result of gate fees
increasing by $37,400 due to an increase in waste recetved. In fiscal 2003, operating disbursements decreased by
$187,038, or 38%, from fiscal 2004, The decrease was primarily due to the purchase of a Caterpillar tractor for
$116,272 and a recycling truck for $110,650 1n 2604,

A portion of the Agency’s net assets, $490,983 (58%), is resiricted for closure and postclosure care. State and
federal taws and regulations require the Agency to place a final cover on the landfill site and perform certain
maintenance and monitoring functions at the landfill site for a minimum of thirty years afier closure, The
remaining net assets, $349,521 (42%), are unrestricted net assets that can be used to meet the Agency’s
obligations as they come due.

LONG-TERM DEBT

At June 30, 2005, the Agency had no long term debt cutstanding.

ECONOMIC FACTORS

Woodbury County Arca Solid Waste Agency continued to improve its financial position during the current fiscal
vear. The current condition of the economy of the state continues to be a concern for Agency members because it
filters down to the county level which affects the landfill as we receive money from the county. Some of the
realities that may potentially become challenges for the Agency (o meet are:

The facilities and all the equipment require constant mainienance and upkeep. Woodbury County Area Solid
Waste Apency has begun to construct a sotid waste transfer station, with completion expected in November,
2008, The total cost of this project will be approximately $450.000 and we will begin transferring garbage to
the Jackson, Nebraska landfill beginning approximately July 1, 2006 in accordance with a three year confract.
Subsequent to June 30, 2008 the Agency borrowed approximately $173,000 from a local bank in connection
with building the transter station building.

The lowa Department of Natural Resources and the EPA have made significant changes in the lowa Code.
Any Iandfill in the state of Towa without a sub-title D liner must stop solid waste disposal by October 1, 2007,

Annual deposits required to be made to closure and post closure accounts are based on constanily changing
cstimates and the numbers of tons of solid waste received at the facility.

Woodbury County Solid Waste Agency received a loan from the lowa DNR in the {all of 2005, The agency
purchased a baler at a cost of approximately $48,000 for recycling. The landfill hopes to generate
approximately $20,000 a year from the baling of the recycling. The county landfill has also purchased trailers
to place in the towns for the purpose of gathering more cardboard and paper items,

Woodbury County Area Solid Waste Agency has seen some big changes in the past three vears. The summer of
2006 will see more changes as we cover the present site with four feet of additional cover dirt and seed down to
natural grasses. The Agency anticipates the next two or three years will be financially challenging and will
maintain a close watch over resources to uphold the Agency’s ability to react to unknown ssues,

CONTACTING THE AGENCY™S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and creditors with a general
overview of the Agency’s finances and to show it’s accountability for the money it receives. It you have
questions about this report or need additional financial information, contact Woodbury County Area Solid Waste
Agency, 200 ida Avenue, Moville lowa,

ot



STATEMENTOF CASH RECEIPTS, DISBURSEMENTS, AND
CHANGES IN ; T T
AS OF ANDR FOR THE YEAR ENDED JUNE 30, 2005

Operating receipts:
City and County assessments
User fees and gate receipis
Salvage receipts
Miscellaneous
Total operating receipts

Operating disbursements:
Salaries and benefits
Contracted services
Fuel, oif, and lubricants
Operating supplies and repairs
Office supplies
Telephone
Uiilitics

Travel and continuing education

[nsurance

Engineering and testing services

Accounting and legal

Towa Department of Natural Resources tonnage fee

Tire disposal

Reeycle processing and disposal

Capital improvements:
Trees
Power washer
Engineering - transfer station
Other improvements
Miscellaneous

Total operating disbursements

Fxeess of operating receipts over
operating disbursements

Non-operating receipts:
Interest on investments

Change in cash basis net assets

Cash basis net assets, begioning of vear

Cash basis net assets, end of year

ol

s

Exhibit A

$ 186,170
186,854
18,146

. T05
391,875

154,097
4,474
18,910
15,324
3,101
2,394
2,428
2,364
12,410
16,362
3,031
12,126
5.001
7,999

2,040
3,400
25,191
9,070
6569

300391

91,454

32,873
124,357
716,147

S 840504
(Continued)



WOODBURY COUNTY AREA SOLID WASTE AGENCY
STATEMENT OF CASH RECEIPTS, DISBURSEMENTS, AND

HANGES IN CASH BASIS NET ASSTIS FExhibit A
AS OF AND FOR THE YEAR ENDED JUNE 30, 2 {Continued)
Cash Basis Net Assels
Restricted for:
Closure s 118,956
Postclosure 37202t
Total yestriced net assets 490,983
Unrestricted _..349.521
Total cash basis net assets $ 840504

See notes {o financial statement.
g



WOODBURY COUNTY AREA SOLID WASTE AGENCY
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2003

Summary of Significant Accounting Policies

Woodbury County Area Solid Waste Agency was formed pursuant to the provisions of Chapter 28E of the
Code of Towa. The purpose of the Agency is to develop, operate, and maintain solid waste facilities in
Woodbury County on behalf of the units of government which are members of the Agency.

The governing body of the Agency is composed of one representative from each of the twelve member
cities and three representatives from Woodbury County. The representatives are appointed by the
participating political subdivisions and each has one vote.

A

B.

Renorting Entity

For financial reporting purposes, Woodbury County Area Sohd Waste Agency has included all funds,
organizations, agencics, boards, commissions, and authorities. The Agency has also considered all
potential component units for whieh it is financially accountable, and other organizations for which the
nature and significance of their relationship with the Agency are such that exclusion would cause the
Agency’s financial statement {0 be misleading or incomplete. The Governmental Accounting Standards
Board has set forth criteria to be considered in determining financial accountability, These criieria
include appointing a voting majority of an organization’s governing body, and (1) the ability of the
Agency to impose its will on that organization or (2) the potential for the organization to provide
specific benefits to, or impose specific financial burdens on, the Agency. The Agency has no
component units which meet the Governmental Accounting Standards Board criteria.

Basis of Presentation

The accounts of the Agency are organized as an Enterprise Fund. Enterprise Funds are utilized to
finance and account for the acquisition, operation and maintenance of governmental facilities and
services supported by user charges.

Enterprise Funds distinguish operating receipts and disbursements from non-operating items. Operating
receipts and disbursements generally result from providing services and producing and delivering goods
in connection with an Enterprise Fund's principal ongoing operations. All receipts and dishursements
not meeting this definition are reported as non-operating receipts and disbursements.

Basis of Accounting

Woodbury County Area Solid Waste Agency maintains its financial records on the basis of cash
receipts and disbursements and the financial statement of the Agency is prepared on that basis. The
cash basis of accounting does not give effect to accounts receivable, accounts payable and acerued
ttems, including the estimated payables for closure and postclosure care. Accordingly, the financial
statement does not presend the financial position and results of operations of the Agency i accordance
with U.S. generally acecepted accounting principles.

10



WQODBURY COUNTY AREA SOLID WASTE AGENCY
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2005

Swamary of Significant Accounting Policies - {Continued)

3. Net Assets

The following accounting policy is followed in preparing the Statement of Cash Receipts,
Disbursements, and Changes in Cash Basis Net Assets.

Restricted Cash Basis Net Assets - Funds set aside for payment of closure and postclosure care are
classified as restricted.

Cash
The Agency's deposits in banks at June 30, 2005 were entirely covered by federal depository insurance or by
the State Sinking Fund in accordance with Chapter 12C of the Code of lowa. This chapter provides for
additional assessments against the depositories to insure there will be no loss of public funds.

The Agency is authorized by statute to invest public funds in obligations of the United States government, its
agencies and instrumentalities; certificates of deposit or other evidences of deposit at federally insured
depository institutions approved by the Agency; prime eligible bankers acceptances; certain high rated
commercial paper; perfected repurchase agreements; certain registered open-end mapagement investment
companies; certain joint investment trusts; and warrants or improvement certificates of a drainage district.

The Agency had no investments meeting the disclosure requirements of Governmental Auditing Standards
Board Statement Number 40,

Interest rate risk - The Agency’s investment policy limits the investment of operating funds (funds expected
to be expended in the current budget vear or within 15 months of receipt) in instruments that mature within
397 days. Funds not identified as operating funds may be invested in investments with maturitics longer than
397 days but the maturities shall be consistent with the needs and use of the Agency.

Pension and Retirement Benefits

The Agency contributes to the lowa Public Employees Retirement System (IPERS), which is 2 cost-sharing
multiple-emplover defined benefit pension plan administered by the State of lowa. IPERS provides
retirement and death benefits which are established by state statute to plan members and beneficiaries.
IPERS issues a publicly available financial report that includes financial statements and required
supplementary information. The report may be obtained by writing to IPERS, P.O. Box 9117, Des Moines,
1A, 50306-9117.

Plan members are required to contribute 3.70% of their annual covered salary and the Agency is required to
contribute 5.75% of annual covered payroll. Contribution requirements are established by state statute. The
Agency’s confribution to IPERS for the years ended June 30, 2005, 2004, and 2003 were 36,950, 56,198, and
$5,766 respectively, equal to the required contributions for each vear.

Compensated Absences

Agency employees accumulate a limited amount of earned but unused vacation leave hours for subsequent
use or for payment upon termination, retivement, or death, These accumulations are not recognized as

11



WOODBURY COUNTY AREA SOLID WASTE AGENCY
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2063

Compensated Absences - (Continued)

disbursements by the Agency until used or paid. The Agency’s approximate lHability for earned vacation
payments payable to employees at June 30, 2005 was $5,071. This hability has been computed based on
rates of pay in effect at June 30, 2005.

Closure and Postelosure Care

To comply with federal and state regulations, the Agency s required to complete a monitoring system

plan and a closure/postclosure plan and to provide funding necessary to effect closure and postclosure,
including the proper monitoring and care of the tandfill after closure. Environmental Protection Agency
(EPA) requirements have established closure and thirty-year postelosure care requirements for all municipat
solid waste landfills that receive waste after October 9, 1993, State governments are primarily responsible
for implemeniation and enforcement of those requirements and have been given flexibility to tator
requirements to accommodate local conditions that exist. The effect of the EPA requirement is to commit
landfill owners to perform ceriain closing functions and postclosure monitoring functions as a condition for
the right 1o operate the landfill in the current period. The EPA requirements provide that when a landfill
stops accepting waste, it must be covered with a minimum of twenty-four inches of earth to keep lguid away
from the buried waste. Once the landfill is closed, the owner is responsible for maintaining the final cover,
monitoring ground water and methane gas, and collecting and treating leachate (the liquid that drains out of
wasle) for thirty years,

Governmental Accounting Standards Board Statement No. 18 requires landfill owners to estimate total
landfill closure and postclosure care costs and recognize a portion of these costs each year based on the
percentage of estimated total landfill capacity used that period.

Estimated iotal costs would consist of four components: (1) the cost of equipment and facilities used in
postclosure monitoring and care, (2) the cost of final cover (material and labor), (3) the cost of monitoring
the landfill during the posiclosure period, and (4} the cost of any environmental cleanup required afier
closure. Estimated total cost is based on the cost to purchase those services and equipment currently and is
required to be updated annually due to the potential for changes due to mflation or deflation, technology, or
applicable laws or regulations.

These costs for the Agency have been estimated to be $138,462 for closure and $465,035 for postclosure, for
a total of $603,517 as of June 30, 2005. The estimated remaining life of the landfill is three years.

Chapter 455B.306(8)(b) of the Code of lowa requires permit holders of municipal solid waste landfills to
maintain separate closure and postelosure accounts 1o accumulate resources for the payment of closure and
postclosure care costs. The Agency has begun to accumulate rescurces to fund these costs and, at June 30,
2005, assets of $490,983 are restricted for these purposes, of which $118,956 is for closure and $372,027 is
for postclosure care. They are reported as restricted cash basis net assets on the Statement of Receipts,
Disbursements, and Changes in Cash Basis Met Assets,

Alse, pursuant to Chapter 567-111.3(3) of the lowa Administrative Code (IAC), since the estimated closure
and postclosure care costs are not fully funded, the Agency is required to demonstrate financial assurance for
the unfunded costs. The Agency has adopted the local government dedicated fund mechanism.



WOODBURY COUNTY AREA SOLID WASTE AGENCY
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2005

5. Closure and Postelosure Care - (Continued)

Under this mechanism, the Agency must certify the following to the lowa Department of Natural Resousces:
The fund is dedicated by local government statute as a reserve fund.

Payments into the fund are made annually over a pay-in period of ten years or the
permitted life of the landfill, whichever is shorter.

Annual deposits to the fund are determined by the following formula:

NP =CE-CB
Y
NP = pext payment
CE = total required financial assurance
CB = current balance of the fund
Y = pumber years remaining in the pay-in period

Chapter 567-111.8(7) of the IAC allows a government to choose the dedicated fund mechanism to
demonstrate financial assurance and use the accounts established to satisty the closure and posiclosure care
account requirements. Accordingly, the Agency is not required to establish closure and postclosure accounts
in addition to the accounts established to comply with the dedicated fund financial assurance mechanism,

6. Solid Waste Tonnage Fees Retained

The Agency retains solid waste tonnage fees in accordance with Chapter 455B.310 of the Code of Jowa. At
June 30, 2003, the Agency had no unspent tonnage fees.

7. Risk Management

The Agency is a member in the Towa Communities Assurance Pool, as allowed by Chapter 670.7 of the Code
of Jowa. The Iowa Communities Assurance Pool (Pool) is a local government risk-sharing pool whose 509
members include various governmental entities throughout the State of lowa. The Pool was formed in
August 1986 for the purpose of managing and funding third-party liability claims against its members. The
Pool provides coverage and protection in the following categories: general liability, automobile liabiity,
automobile physical damage, public officials’ liability, police professional liability, property, inland marine,
and boiler/machinery. There have been no reductions in insurance coverage from prior years.

Each member’s annua) casualty contributions to the Pool fund current operations and provide capital.
Annual eperating contributions are those amounts necessary to fund, on a cash basis, the Pool's general and
administrative expenses, claims, claims expenses and reinsurance expenses due and payable in the current
year, plus all or any portion of any deficiency in capital. Capital contributions are made during the first six
years of membership and are maintained to equal 300 percent of the total carrent members' basis rates or to
comply with the requirements of any applicable regulatory authority having jurisdiction over the Pool.



WOODBURY COUNTY AREA SOLID WASTE AGENCY
NOTES TO FINANCIAL STATEMENT S
YEAR ENDED JUNE 30, 2005

Risk Management - (Continued)

The Pool also provides property coverage. Members who elect such coverage make annual operating
contributions which are necessary to fund, on a cash basis, the Pool's gencrat and administrative expenses
and reinsurance premiums, all of which are due and payable in the current year, plus all or any portion of any
deficiency in capital. Any year-end operating surplus is transferred to capital. Deficiencies in operations are
offset by transfers from capital and, if insufficient, by the subsequent year's member contributions.

The Agency's property and casualty contributions to the risk pool are recorded as disbursements from its
operating funds at the time of payment 1o the risk pool. The Agency's annual contributions to the Pool were
$5,728 for the vear ending June 36, 2005,

The Poel uses reinsurance and excess risk-sharing agreements to reduce its exposure o large losses. The
Pool retains general, automobile, police professional, and public officials' ability risks up to $250,000 per
claim. Claims exceeding $250,000 are reinsured in an amount not 1o exceed $1,750,000 per claim and
$5,000,000 in aggregate per year. For members requiring specific coverage from $2.000,000 to $10,000,000,
such excess coverage is also reinsured. Property and automobile physical damage risks are retained by the
Pool up 10 $100,000 each occurrence, each location, with excess coverage reinsured on an individual-
member hasis.

The Pool's intergovernmental contract with its members provides that in the event a casualty claim or series
of claims exceeds the amount of risk-sharing protection provided by the member's risk-sharing certificate, or
in the event that a series of casualty elaims exhausts total members' equity plus any reinsurance and any
excess risk-sharing recovenies, then payment of such claims shall be the obligation of the respecfive
individual member. As of June 30, 2005, settled claims have not exceeded the risk pool or reinsurance
coverage since the Pool’s inception.

Members agree to continue membership in the Pool for a pertod of not less than one full year. After such
period, a member who has given 60 days’ prior writien notice may withdraw from the Pool. Upon
withdrawal, payments for all claims and claims expenses become the sole responsibility of the withdrawing
member, regardless of whether a ¢laim was incurred or reported prior to the member's withdrawal. Members
withdrawing within the first six years of membership may receive a partial refund of their capital
contributions. If a member withdraws afler the sixth year, the member is refunded 100 percent of its capital
contributions. However, the refund 1s reduced by an amount equal to the annual operating contribution
which the withdrawing member would have made for the one-vear period following withdrawal.

The Agency also carries commercial insurance purchased from other insurers for coverage associated with
the emplovee bond and workers compensation. The Agency assumes Lability for any deductibles and claims
in excess of coverage limitations. Settled claims resulting from these risks have not exceeded commercial
insurance coverage i any of the past three fiscal years,

Major Customer

For the year ended June 30, 2005 the Agency received approximately 27% of its user fees and gate veceipts
or 12% of total receipts from one major hauler.



WOODBURY COUNTY AREA SOLID WASTE AGENCY
NOTES TO FINANCIAL STATEMENTS
YEAR ENDID JUNE 30, 2005

Construction Contracts and Conunitments

The Agency has entered into the following contract which was not completed as of June 30, 2005,

Amount Remaining
Total Contract Paid as Commitment
Project Amount of 6-30-05 as of 6-30-03
Transfer station - building L419,889 5 - $410 889
Transfer station - engineering L AD000 _25.191 . AR0Y
$449,889 $25.191 $424,698

The remaining costs will be paid from funds on hand or funds borrowed from a jocal baok on a line of credit
in the amount of §200,000. The Iine of credit was issued July 13, 2008,

15



HUNZELMAN, PUTZIER & Co., PLC
CERTIFIED PUBLIC ACCOUNTANTS

FI00 WEST MULWALIKEE
STORM LAKE, IOWA 50588
TVE-TR2-RG53
Fax T12-732-3662
nfo@hpoocpa.com

WESLEY £, STHLLE, C.P.A

JEFFORY B STARK, C.F.A

KLEEFH C GERMANNM, OF A

RICHARD R, MOORE, OF A,

KENNETH A BUTEHER, 8 A (RETIRED)
W HUNZELMAN, C.PA 182135597

independent Auditor's Report on Internal Control over Financial Reporting and on Compliance
and Other Martters Based on an Audit of Finaneial Statements Performed in
Accordance with Government Auditing Standards

To the Members of Woodbury
County Area Solid Waste Agency

We have audited the accompanying financial statement of Woodbury County Area Solid Waste Agency as of
and for the year ended June 30, 2005, and have issued our report thereon dated October 12, 2003, Our report
expressed an unqualified opinion on the financial statement, which was prepared in conformity with an other
comprehensive basis of accounting. We conducted our avdit in accordance with ULS. generally accepted auditing
standards and the standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller Gengra! of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Woodbury County Area Solid Waste Agency’s internal
control over financial reporting in order to determine owr auditing procedures for the purpose of expressing our
opinion on the financial staternent and not to provide an opinion on the internal control over financial reposting.
However, we noted certain matters involving the internal contro! over financial reporting and its operation that we
consider to be reportable conditions. Reportable conditions involve matters coming to our attention relating to
significant deficiencies in the design or operation of the internal control over financial reporting that, in our
judgment, could adversely affect Woodbury County Arca Solid Waste Ageucy’s ability to record, process,
summarize, and report financial data consistent with the assertions of management in the financial statement.
Reportable conditions are deseribed in the accompanying Schedule of Findings.

A material weakness is a repontable condition in which the design or operation of one or more of the internal
contrel components does not reduce 1o a relatively low level the risk that misstatements caused by error or fraud
in amounts that would be material in relation to the financial statement being audited may occur and not be
detected within a timely period by employees in the normal course of performing their assigned functions. Qur
consideration of the internal control over financial reporting would not necessarily disclose all matters in internal
control that might be reportable conditions and, accordingly, would not necessarily disclose all reportable
conditions that are also considered to be material weaknesses. However, we believe all of the reportable
conditions described above are material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Woodbury County Area Solid Waste Agency’s
financial statement is free of material misstatement, we performed tests of its compliance with certain provisions
of faws, regulations, contracts, grant agreements, and other matters, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit and, accordingly, we do not express such an
opinion. The resulis of our tests disclosed ro instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards. However, we noted certain immaterial instances of non-
compliance or other matters that are described in the accompanying Schedule of Findings.
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Comments involving statutory and other legal matiers about the Agency’s operations for the year ended
June 30, 2003 are based exciusively on knowledge obtained from procedures performed during our audit of the
financial statement of the Agency. Since our audit was based on tests and samples. not all transactions that might
have had an impact on the comments were necessarily audited. The comments involving statutory and other legal
matters are not intended to constitute legal interpretations of those statutes.

This report, a public record by law, is intended solely for the information and use of the members and
customers of Woodbury County Arca Solid Waste Agency and other parties to whom the Agency may report.
This report is not intended to be and should not be used by anyone other thap these specified parties.

We would like to acknowledge the many courtesies and assistance extended 1o us by personnel of the Agency
during the course of our audit. Should you have any guestions concerning any of the above matters, we shall be
pleased 1o discuss them with you at your convenience.

October 12, 2005



WOODBURY COUNTY AREA SOLID WASTE AGENCY
SCHEDULE OF FINDINGS

YEAR ENDED JUNE 30, 2005

Findings Related to the Financial Statement:

INSTANCES OF NONCOMPLIANCE:

No matters were noted,

REPORTABLE CONDITIONS:

A,

Segregation of Duties - One important aspect of tnternal accounting control is the segregation of
duties among employees to prevent an individual employee from handling duties which are
imcompatible. We noted that bank deposits, opening mail, recording receipts and disbursements,
checks and payroll preparation, and bank reconciliation are all handled by either of two
individuals.

Recommendation - We realize that with a limited number of office employees, segregation of
duties is difficult. However, the Agency should review its operating procedures to obiain the
maximwm infernal control possible under the circumstances.

Response - Copies of the paid warrants are mailed monthly to all board members and a list of
warrants to be paid is presented at every board meeting. The board has a second person
reconciling monthly bank statements and preparing the guarterly tax returns, The monthly
warrants presented to the board are signed by the chainman.

Conclusion - Response accepted.

Prenumbered Receipts - The scale tckets being vsed are not prenumbered.

Recommendation - The scale tickets should be prenumbered and the numerical sequence
accounted for to provide additional control over the proper recording of all collections.

additional cost to the agency. The scaie tickets left will be used until they are gone before the
numbered tickets will be used.

Other Findines Related to Statutory Reporting:

1.

P

Qfficial Depositorics - A resolution naming official depositories has been adopied by the Board,
The maxinrum deposit amounts stated in the resolution were not exceeded during the vear ended
June 30, 2005,

Questionable Disbursements - We noted no disbursements that may not meet the requirements of
public purpose as defined in an Attorney General’s opinion dated April 25, 1979,

Travel Expense - No disbursements of Agency money for travel expenses of spouses of Agency
officials or employees were noted.
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WOODBURY COUNTY AREA SOLID WASTE AGENCY
SCHEDULE OF FINDINGS

YEAR ENDED RUNE 30, 2005

Chber Findings Related to Statutory Reporting: (Continued)

4.

6.

Business Transactions - Business transactions between the Agency and Agency officials or
employees are detailed as follows:

MName, Title, and Transaction
Business Connection Description Amount

Owner of 1Y, Motor, Inc.
is the brother of the Agency Manager Repairs, parts 3 1,692

Recommendation - The board should determine that the transactions do not represent a conflict of
interest.

Response - This is the only business within a reasonable distance which has a facility large
enough to accommodate the large vehicles the Agency operates. The Board reviews ail
documentation supporting these expenses and all disbursements are approved by the Board.

Board minutes but were not.

Deposits and Investments - No instances of non-compliance with the deposit and investment
provisions of Chapter 12B and Chapter 12C of the Code of fowa and the Agency’s Investment
policy were noted during the year ended June 30, 2005, however, the invesiment policy has not
been reviewed in several years and may not reflect the Agency’s current practice, Also,
subsequent to June 30, 2005, the Agency invested $300,000 in an annuity with an insurance
agency. An annuity does not appear to be an allowed investment according to Chapter 128 of
the Code of 1lowa.

Recommendation - The invesiment policy should be reviewed periodically and updated as
necessary. Also, the Agency should request {hat their atlorney review this lavestment to
determine if this is an allowed investment. it is not, the Agency should take immediate action
to redeem this investment and invest the fands in an account covered by federal depository
msurance or by the State Sinking Fund in accordance with Chapter 12C of the Code of Jowa,

Response - The landfill attomey is preparing a new mvestment policy for the Agency and the
attorney has also contacted the State Auditor’s office regarding the investment in the anmuty.
The state auditor will be contacting the State Treagurer to determine if this is an allowed
investment.

Conclusion - Response acoepted.

Solid Waste Tonnage Fees Retained - During the vear ended June 3(), 2005, the Agency used or
retained the solid waste fees in accordance with Chapter 4558.310(2) of the Code of Towa,
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WOODBURY COUNTY AREA SOLID WASTE AGENCY
SCHEDULE OF FINDINGS
YEAR ENDED JUNE 3G, 2005

Other Findings Related fo Staratory Reporting: (Continued)

g. Financial Assurance - The Agency has established a local government dedicated fund
as provided in Chapter 567-111.6(9) of the Jowa Administrative Code to demonstrate financial
assurance for closure and postclosure care costs. The calculation is made as foltows:

Closure Post Closure

Total estimated costs for closure and postelosure care $138,462 F465,055
Less: Balance of funds held in the local dedicated

fund at June 30,2004 ] 109.676 324 907

29,386 140,143

Divided by the number of years remaining in the

pay-in period 3 -
Required payment into ihe local dedicated fund

for the vear ended June 30, 2003 9,795 46,716
Balance of funds held in the local dedicated fund

at June 30, 2004 _109.976 324 807
Balance of funds required to be held in the local

dedicated fund at June 30, 2005 $118.871
Amount Agency has restricted and reserved for

closure and postclosure care at June 30, 2005 8118956 $372.027

9, Form 1099 - The Internal Revenue Service requires that Form 1099 be prepared when

disbursements for services to a non-corporate entity exceed $600 in a calendar year. The
Agency is currently not issuing any 1099°s.

Recommendation - The Agency should monitor yearly disbursements by vendor and issue a Form
1099 if required.

Response - The Agency in the past years has prepared 10997s but failed to send these out i the
audit yvear of 2004-2005, If was an oversight by the manager and it will not be overlooked agam.
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